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Shipper Expresses Views on 


Transportation Report” 


By W.C. COLE 
Traffic Consultant, Portland, Oregon 


Since the enactment of the Act to Regulate Commerce 
in 1887, Federal regulatory policy has been subjected to 
substantial review and revision on several occasions. We 
are once again at a turning point in the course of regulation 
of our transportation industry. Much has been said and 
written by the several interests involved, and much of the 
information offered is of a conflicting nature. The result 
is confusion over where we are saving and, the proper 
course for the future. I hope to throw some light on these 
questions. 

First of all we should pretty well 
determine where we are and then 
try to make some very objective 
appraisals of the several courses 
which may be followed in the fu- 
ture. While my comments will be 
those of a shipper representative, [ 
shall try to present a view which, 
in my judgment, is in the best pub- 
lic interest. 

On July 12, 1954 the President 
appointed the Presidential Advis- 
ory Committee on Transport Policy 
and Organization. This committee 
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They say that the shortest way home is sometimes the 
longest way around, so | have chosen to approach the sub- 
ject of democracy in business management by starting 
with a passing reference to the Magna Carta. By the time 
we reach 1956 in a very rapidly running survey of the in- 
tervening seven centuries, it is my hope to have presented 
(1) some of the failing of business management, together 
with the historical reasons back of those failings, (2) the 
circumstances and tendencies now in existence which are 
working toward improvement, and 
(3) the qualities and chraracter- 
istics necessary for democratic busi- 
ness leadership, both in general 
and in terms of the individual 
leader. 

The Magna Carta is not an ex- 
ceedingly long document, the Dec- 
laration of Independence is quite 
brief, and the Constitution and the 
Bill of Rights are somewhat longer 
than the Declaration. Ail are im- 
portant documents, and, like the 
Bible, the, deal primarily with fun- 
damental! }»:oblems of human rela- 





has since become better known as 
the Cabinet Committee on Trans- 
portation or the Weeks Committee, since Secretary of Com- 
merce Sinclair Weeks served as its chairman. Serving with 
Mr. Weeks were Charles E. Wilson, Secretary of Defense, 
Arthur S. Fleming, director of the Office of Defense Mobil- 
ization. The President also appointed as ad hoc participat- 
ing members George M. Humphrey, Secretary of the 
Treasury, Arthur E. Summerfield, Postmaster General, 
Ezra Taft Benson, Secretary of Agriculture, and Rowland 
R. Hughes, director of the Bureau of the Budget. 

The Cabinet Committee in turn appointed a working 
group of distinguished transportation men to assist in 
formulating recommendations for a new regulatory policy. 
The working group made its report to the Cabinet Com- 
mittee in December 1954, and the Cabinet Committee re- 
port was made public on April 18. 1955. On May 9 Sena- 
tor Smathers and others introduced S$. 1920, the intent of 
which was to enact into law the recommendations of the 
Cabinet Committee. On May 10 Congressman Priest in- 
troduced H. R. 6141 and Congressman Wolverton intro- 
duced H. R. 6142, both of which are companion bills to 
S. 1920. 

Since the Cabinet Committee report was published and 
legislation to put it into law was introduced, we have had 
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tionships. The ideals which they 
espouse are still pertinent today. 
The pattern of their thinking is likely to set the standards 
of human relationships in Western civilization far into the 
future. If you have not read them recently, you should. 

These recordings of the advanced thinking of their times 
set the purpose and framework of a social system in which 
authority works from the bottom up. We call is democracy. 
True leadership in a democratic society is quite the oppo- 
site of lea’ ership ja a dictatorship. In our society no man 
has the right to erforce his own edict merely by virtue of 
the position in which he finds himself. Authority derives 
from the people, and enduring power to exercise it comes 
only as a result of the sanction of the majority. This means 
that there is really but one general course of action open 
to leadership. Essentially it consists of three steps: (1) care- 
ful thought and research to determine wherein the path 
of wisdom lies—what are the best ends in a given set of 
circumstances and what are the best means of accomplish- 
ing them: (2) bringing about a common understanding 
and acceptance of the ends and means through education, 
not propagandizing in the coarse sense of that word; (3) 
tempering the means in light of the opposition so far as 
possible without seriously jeopardizing accomplishment 
of the ends. Such tempering preserves and develops a 
maximum of social good will and cohesion and prevents 
(( ontin ued on page 2) 
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the growth and development of irreconcilable elements so 
far as that is possible. 

The general principles to which successful political lead- 
ership must. and ultimately does, conform have been eager- 
ly accepted by business leadership insofar as they can be 
made a part of the art of selling goods and services. It is 
not difficult to find the counterpart of the three steps out- 
lined above in almost any successful advertising and sales 
campaign. (1) Such campaigns do not neglect the home- 
work of research: the purpose is (a) to determine the most 
acceptable product within the production range of any 
civen firm and (b) to develop the methods or procedures 
best adapted to the demonstration of the desirability of 
that product to the largest possible number of potential 
purchasers. (2) Such campaigns also engage in systematic 
“educational” operations to gain the widest possible under- 
standing and acceptance of a given firm’s honest purposes 
in making and selling a particular product or service. (3) 
And, finally. they disarmingly temper their advertising 
and sales talk to take account, if possible, of nearly any 
reasonable element of buyer’s resistance that might de- 
velop. 

Political activity in this country adheres reasonably well 
to the underlying principles of democratic leadership. And, 
as just indicated. those same principles have been adapted 
to fit the needs of business in certain phases of its external 
relations. particularly selling. But there has been a per- 
sistent and rather general inability to develop and use an 
adaptation of these principles in the infernal relations of 
business, although interest in this phase of business is ris- 
ing rapidly. There has also been an apparent lag in de- 
veloping a response on the part of business to its broader 
social obligations in American and world society, although 
interest in this direction is also increasing. This inability 
to achieve a democratic system of operation on a wide- 
spread scale within the company or firm, the failure to 
develop participative policy formation to any marked de- 
gree, and the unwillingness or inability to consider seri- 
ously and to respond to the problems and values of Amer- 
ican society indicate characteristics quite at variance with 
the main stream of American social life or culture. 

These failings or imperfections of American business 
organization and operation may ultimately raise questions 
as to our own long-run social stability, and they may handi- 
cap further development of American international leader- 
ship. It is. therefore. important for all of us. and particu- 
larly for those of you who aspire to business leadership, to 
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understand why we have these problems and what can be 
done about them. 


American business firms are. on the whole. more demo- 
cratic than their counterparts elsewhere in the world. Never- 
theless. the tradition that authority can be most effectively 
exercised from the top down is still deeply rooted in man- 


agement in this country as well as abroad. The rationality 
and the realism of this position are strikingly evident with- 
in the military during a hot war. to use an extreme illustra- 
tion with no intention of imputing military characteristics 
to business activity. In what we now call the cold war, 
however. we are discovering that it is worth while to at 
least solicit suggestions from pretty close to the bottom 
on up within the military itself. Even in the military, that 
ultimate stronghold of the tradition of authority from the 
top down, then, the democratic notion that leadership must 
deal with its men as though they were intelligent human 
beings capable of contributing to the solution of a problem 
is heginning to get a foc -hold. 

The democratic challenge to the notion that authority 
can be most effectively exercised from the top down prods 
the conscience of business management. It constitutes a 
large part of the underlying cause of today’s uneasiness in 
the face of unprecedentedly high levels of employment and 
business activity with huge dollar profits. It is more a 
spiritual than a material challenge. Neither the uneasiness 
of management nor the unrest, the questioning and de- 
manding. of the rank and file will be stilled merely by 
greater mechanization. ever-mounting physical output, 
higher wages, and more leisure. This uneasiness, this ques- 
tioning. reflect the basic drive of a free people in a never- 
ending effort to complete the full measure of their freedom, 
to establish and secure the dignity of the individual, to 
have pride both in their own role and in the social objec- 
tives of the organizations of which they are a part. 

These objectives match up with the highest ideals of 
Christianity and of our nation. They come close to defining 
what it is that makes men work. what it is that, once they 
have assurance of a certain minimum of food, clothing, 
and shelter, spurs them on to increased productivity and 
inventiveness. | am confident that it is this side of America, 
imperfect as it is. which offers the greatest appeal, not 
only to our own people but to other peoples everywhere. 
Even in the face of real want. ideas and ideals are far more 
powerful than material inducements in preserving social 
stability within our own country and in maintaining our 
external security by winning and keeping the friendly 
regard of other peoples. As embryo executives, you are 
steadily progressing toward the time and circumstance in 
which you will be making decisions and taking actions. 
Your decisions and your actions will assist either in keep- 
ing alive and further developing the democratic ideals of 
America or in letting them wither and be supplanted by 
some less rewarding philosophy—such as the materialism 
which settles on us so easily in long-continued prosperity. 

Ideals pave the way for material abundance to make life 
more rewarding: but the ideals themselves are sometimes 
uncomfortable to live with. [t helps to know their back- 
eround and the historical reasons behind the impediments 
to their fulfillment. There are good reasons why democ- 
racy. as epitomized in the Declaration of Independence and 
the Bill of Rights. has progressed farther in the political 
aspects and social thinking of American culture than in our 
business or economic organizations and procedures. Our 
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forefathers fled the Old World to escape political tyranny 
and ultimately fought a hard war to establish their political 
freedom. They achieved political democracy the hard way. 
Naturally they were jealous and alert to establish and main- 
tain the forms and procedures which would permit it to 
flourish. 

Although religious and political freedom were the first 
concern of early Americans, they were also searching for 
new and better economic opportunities. They found vast 
natural resources but had little capital equipment with 
which to develop and exploit them. Business and agricul- 
ture were necessarily conducted on a small and sometimes 
tedious scale. Not until near the beginning of this century 
was capital accumulation sufficient to make possible the 
beginning of the dominance of economic activity by large- 
scale operations which is so rapidly becoming an essential 
characteristic of our modern industrial economy. 

In America with the small-scale. low-capital method of 
conducting business and industry dates back to the begin- 
ning of the seventeenth century: this experience has left 
its imprint on economic organization and thinking in this 
country. In such a system ownership of the individual 
enterprise is usually confined to a single individual or to a 
few at most, and the owners are acutely aware of the risks 
involved. The welfare of the individual owner or owners 
is immediately and intimately affected by the fortunes of 
the enterprise. Management almost always resides in the 
hands of ownership and these same hands exercise both 
the authority and the sanction for it. Such a system also 
tends to insure an intense competition and to foster strong 
belief in the power of competition to regulate and control 
business activity. 

In general and somewhat incomplete terms. this is the 
economic framework within which our American economy 
functioned and grew during its first two centuries on this 
continent. Although political democracy was essential to 
this functioning and growth, the organization and methods 
of business did not provide the setting for easy develop- 
ment of genuine democracy in management. A small-scale. 
low-capital operation forced by intense competition to 
fight for survival may have little time or opportunity to 
sound out the rank and file. Furthermore. the rank and file 
might be quite small in number or have little to contribute. 
and in any event their sanction of management policies 
might well be of small significance. The constant draining 
of the best brains from the employee group into the rapidly 
growing owner-managemy at greup contributed greatly 
to this outcome. 

The circumstance of strong competition among many 
relatively small units tended to place a premium upon 
close attention to details on the part of management and 
to minimize the necessity for giving consideration to the 
social and other external aspects of a business. This prob- 
ably had the effect of narrowing the social horizons of all 
but a few exceptional men in management. It certainly 
multiplied the difficulties inherent in applying the broad 
principles of Christianity to all phases of business conduct. 

In the late nineteenth century we began to recognize 
the existence of large-scale industry. Rather general agita- 
lion for the restoration or “protection of competition in 
business resulted in enactment of the Sherman Antitrust 
Law. Rouvhly speaking, there was a desire to lay down 
the rules in such a way as to protect the sphere of com- 
pelition among nonmonopolistic forms of business from 
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the encroachment of monopoly. There was little thouglit 
of fostering government in business or of developing de- 
pendence of business upon government in any form. Today 
we still defend the virtues of competition, but we have a 
more general acceptance of the desirability of some kinds 
of governmental interference in economic processes than 
ever before in our history. Whether this is good or bad is 
not entirely a matter of the point of view. The extent to 
which it may continue to develop is largely, though perhaps 
not entirely, dependent upon the character of the current 
and future response of business organizations to the basic 
problems and values of a democratic society such as ours. 

The employee group now includes many of the best 
brains. which in an earlier time would have found an 
outlet into management through ownership. Self-employ- 
ment is not impossible today, but conditions are such that 
the nonself-employed proportion of our population is 
markedly larger than it was fifty to one hundred or more 
years ago. This not only intensifies the pressure for more 
and more democratic processes in business management: 
it also increases the likelihood that individuals within the 
employee group have something worth while to contribute. 
Can business management grow beyond its old traditions 
and meet the challenge to develop a procedure for genuine 
participative policy formation? It should be possible to 
bring to bear on the problems of an individual concern a 
far higher proportion of the energy and intelligence of its 
employees than is often the case today. Incentives over 
and above those of pay in any monetary or physical form 
would seem to be the key. 

There are also problems of the social horizons of man- 
agement. Democratic principles not only value the dignity 
of the individual; they seek to insure that the product of 
an individual or firm shall be constructive and worth while 
for the country as a whole as well as for the individual. 
It is not enough merely to be efficient, highly productive. 
and profitable. The end result must contribute to the wel- 
fare of the country as a whole, and the business methods 
used in the process must be equitable to all of those engaged 
in it. These objectives are difficult to realize, especially 
when their realization involves possible sacrifices— 
through, let us say, tariff reductions that impinge on some 
particular industry but improve the overall position of the 
economy. Again, although minimum wages, maximum 
hours. child-labor regulation, ete. may be recognized as 
within the true democratic philosophy, they may never- 
theless be a large and unwelcome dose for some industries 
and some sections of the country. Again, a reduction c! 
government subsidies is painful to those who have been 
receiving them, even though they may recognize that this 
would be for the best interests of the country as a whole. 
These few illustrations are sufficient to demonstrate the 
need for breadth of vision and ingenuity in adjusting the 
operations of a single enterprise to the requirements of a 
democratic society. 

In most though not all respects. the predominantly small- 
scale. low-capital type of business operation was capable 
of presenting a less serious challenge to our democratic 
ideals than the modern large-scale. highly capitalized busi- 
ness enterprise. This is true because the type of competition 
inherent in the older order provided a better opportunity 
for the unbiased verdict of the market place. Bankruptey 
was quicker to overtake poor management, and it may 
have been easier and more effective to bring public opinion 
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'o bear on those whose business operations ignored the 
vublic welfare too seriously, 

the modern, large-scale business, if more capable than 
tic old of challenging the basic tenets of democracy, is 

vertheless in a better position to recognize its public 
ooligations and to adjust itself to operate within demo- 
cratic requirements, There are many reasons for this, but I 
‘hall confine myself to the two which are most essential: 
(1) Although casualties because of lack of, or the wasting 
of, capital are not unheard of among large-scale business 
operations. capital is, generally speaking. more readily 
available to them than to small business and as a whole 
they are more solidly based financially. Working capital 
requirements, for example. are more likely to be met 
through earnings set aside or through borrowings at rela- 
lively low rates in the large than in the small organization. 
(2) Top management in the large-scale operation is not 
ordinarily expected to give. and it need not give, close 
attention to details. The necessarily larger management 
group permits of greater specialization. Presumably this 
leaves ine best brains of an organization free to consider 
the longer-range problems, including the integration of 
company policy with the unfolding long-range objectives 
of the American people as a whole. To the extent that these 
two conditions prevail it follows that large organizations 
have an inherent advantage over small ones in considering 
and responding to the deeper problems and values of 
American society. 

Perhaps it is appropriate at this point to reverse a well- 
known. but inadvertent. slip of the tongue and to remark 
that what is good for the American people is good for the 
business organizations of America, large or small. This 
is an obvious and often-overlooked truism. In the perspec- 
tive of history the individual, organization, or group of 
organizations and institutions which tries too long and 
too persistently to buck the main currents of American 
culture is doomed to defeat—and this applies within the 
international as well as the domestic realm. 

The problem is not. however, merely one of gaining 
recognition of a truism. It is rather a problem of recogniz- 
ine specific acts or policies of specific business organiza- 
tions and their setting in the scale of values of economic 
democracy. Personnel policies and procedures—how do 
they jibe with the principle of participation from the bot- 
tom up? Advertising and sales methods—are they sound 
from the public as well as the private point of view? Do 
they. for example. refrain from sales appeals based _pri- 
marily upon the extreme stretching of credit terms rather 
than on the merits of the merchandise or service being 
offered? Inteerity of the product or service—is it honest 
merchandise, honestly priced. is it offered in response to 
constructive economic demands or mainly in response to 
morally submarginal demands? 

It is easy for an outsider or objective observer like my- 
sclf or like you to put these questions—and there are no 
doubt hosts of other questions of the same order which 
daily confront the makers of business policy. To be con- 
fronted with the necessity of actually arriving at decisions 
and takine action in these same areas is quite another 
matter. however. This takes real knowledge of the com- 
pany. of the industry. and of the underlying social and 
economic trends of the American people. It takes hard 
work, persistence. ingenuity. imagination, experience, as 
well as hooklearning, integrity. and courage to meet the 
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specifications for such jobs. Far more than an A.B. or an 
advanced degree from a university is required. But with 
such a degree you have a license to begin the long testing 
period of from three to ten or more years which will pretty 
much decide whether or not you have the competence to 
enter the ranks of business leadership in America. It is 
about you and those future years during which you will 
serve your apprenticeship that I wish to devote the few 
remaining moments of this “sermon.” 

Frankly, | have some concern about the future. My con- 
cern is based upon a personal belief that too many business 
leaders currently in power, though not all by any means. 
accept too easily the philosophy and practice so charac- 
teristic of the small-scale. low-capital operation. As we 
have seen, this approach with all its shortcoming was better 
adapted to an earlier stage of American economic history 
than to the preponderantly larger-scale, better-capitalized 
business and industrial operations of today. Unless a suf- 
ficiently large proportion of business leadership sees and 
accepts the challenge of democracy in today’s industrial 
setting. large-scale operation may become the bearer of 
some nondemocratic form of social order. This, it seems to 
me. sharpens the challenge to any young man or woman 
who hopes to take a place in American business leadership. 

What does it mean to accept the challenge? It means that 
you try hard to understand the inner significance of the 
main stream of democratic American culture. It means 
that you work hard and intelligently at your job, whatever 
it may be, to enable your company not only to make a 
profit but also to best serve the common welfare. More 
specifically, and without getting down to the last specific, 
it means that you will exert whatever leadership may lie 
within your grasp to foster greater and more intelligent 
employee participation. 

Democratic aims run far deeper than calling the presi- 
dent by his first name or establishing a suggestion box, 
good as these may be. The job of promoting democracy 
in industry is a long-run effort requiring many things. It 
requires courage to depart from outworn tradition and to 
explore other and newer trails. It requires insight into 
human nature and a sympathetic understanding of the 
basic drives that motivate men in all the ranks, not just 
the top few. to give an honest day’s work for an honest 
wage. It requires imagination of a high order to translate 
the practical workaday job of making a profit for the com- 
pany into something that wiil give all the participants a 
genuine sense of participation. This job may never be 
finished, but it certainly requires that leadership find a 
workable way to get and to use in its policy-making efforts 
the utmost that each employee can give in his sphere of 
the company’s activities. To lose the rewards for society, 
the company. and the individual which arise from the deep 
satisfactions of full participation is not only to deny our 
country the benefits of a tremendous stabilizing influence, 
but also to forego an added measure of productivity. 

There remains still another area of challenge. The demo- 
cratic sense of participation can go a long way toward 
maintaining the dignity of the individual. But the last 
ounce of response and loyalty can be evoked only if there 
is an honest conviction that the common effort. the com- 
pany product whatever it may be, serves a useful and hon- 
orable purpose in society. Human beings want to be proud 
of the team they are on, but most of them can work up a 
bigger and better pride if they are certain that there is 
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nothing phony about their outfit. The influence: of good 
company and business morals permeates throughout an 
organization. This influence, combined with a widespread 
sense of participation, builds responsibility, loyalty, and 
unbeatable morale—and these are a very important part 
of the essential elements of success. 

What kind of a man or woman does it take to face up to 
the challenge of business leadership? Brains. integrity. 
wisdom, diligence, objectivity, steadfastness, and sympa- 
thetic understanding of human nature—these terms de- 
scribe some of the many facets of the character and make- 
up of a good business leader. You have the brains. other- 
wise you would not be in this group tonight. For the same 
reason you have the capability of being diligent and ob- 
jective. Steadfastness can also be yours. Coupled with 
brains, objectivity, and integrity, steadfastness denotes 
moral courage—one of the most prized characteristics of 
leadership. Steadfastness by itself. however. can become 
mere stubbornness, it can disclose you as a person of 
limited imagination. If that is your situation, more than 
likely you will never reach the top ranks of business leader- 
ship, even though you acquire all the titles. Wisdom, or the 
ability to judge soundly and deal sagaciously with facts, 
especially as they relate to life and conduct—without this 
your attempts at leadership will be sterile. I should hasten 
to add that wisdom is not necessarily acquired along with 
a college degree, either undergraduate or advanced. It is 
reflection or contemplation. Integrity—I like to think that 
something which comes only with long experience and due 
this is something we receive from our parents. both by in- 
heritance and through early environment. Lacking integ- 
rity, your leadership can readily become a_ perversion. 
Human understanding—do you really have it. or do you 
just think that you have it? Can you temper all these quali- 
ties with a sympathetic—not sentimental—understanding 
of the other fellow’s viewpoint and problems? If you have 
the rest of what it takes and can develop this quality, the 
odds that you will become a good business leader are highly 
in your favor. Without it, you may be respected but you 
will never head a business team in the real sense of the 
word. 

If you aspire to business leadership. make an honest 
appraisal of yourself. Do you have all these qualities: 
if not, are you willing to make the effort and the sacrifice 
that will be required to make them part of yourself? If so, 
you can look to the future with confidence, with never an 
urge to polish apples or to become the boss’s yes man 
along your path of steady progress. You will have no fear 
of being a nonconformist on occasion, and you will always 
be able to look vourself or any other man straight in the 
eye without hesitation. 
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Multnomah County Real-Estate Transactions. During Au- 
cust 1956 there were 1,122 real-estate sales amounting to $12.156.966 
in Multnomah County. Of these, 788 involved residences, the sales 
price of which was $8.673.623: 264 were vacant properties, $1,005,- 
941; and 70 were business properties, $2,477,402. Additional figures 
are: 

Aug. 1956 Juy 1956 
3,122 1,113 
$12,156,966 $11,835,804 : 
1.030 969 1.337 
Amount loaned $ 9,580,827 $10,118,163 £13.920,091 
Number of sheriff's deeds 3 1 3 
Amount of sheriff's deeds . sci 6.037 $ 5,123 17,366 
Average residential selling price . $ 11,007 : 9.935 9.99) 
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Mug. 1955 
Number of sales 1.260 
Value of sales $13,102.73 


Number of mortgages 
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a great deal of material offered on the subject by the rail- 
roads, the motor carriers (common, contract, and private), 
the water carriers, and several governmental agencies. Un- 
fortunately, in my opinion, too much of this material is 
lacking in a sound constructive approach to a problem of 
great significance to the whole economy of our country. 
The railroads have supported the Cabinet Committee Re- 
port with classic understatements purporting to seek only 
a fair chance to compete with other modes of transporta- 
tion. On the other side, the motor carriers are to be charged 
with an equal distortion when they exaggerated statements 
to the effect that this is a fight for survival. And, while ] 
have the highest respect for the wisdom of the men who 
serve on the Interstate Commerce Commission, I cannot 
accept their extreme characterization of the Cabinet Com- 
mittee recommendations as a return to the law of the jungle. 

Space will not permit any lengthy discourse on all of the 
recommendations of the Cabinet Committee. To me the 
more important issues encompassed in this report have 
to do (1) with inroads made in the common-carrier field 
by other forms of transportation and (2) with the rule 
of rate making in relation to our national transportation 
policy. I will not attempt to comment on other matters of 
interest covered in the Cabinet Committee Report—such 
as maximum-minimum rate control, amendment of the 
long-and-short-haul provisions, restriction of the provisions 
for making special rates for government traffic. changes 
in investigations and suspension procedures, etc. 

Turning first to the problems of common carriers. both 
rail and truck, in holding their own against contract and 
private carriers—it is a little disappointing to see the com- 
mon carriers often at each others throats while important 
segments of traffic are taken away by contract and private 
carrier performing clearly outside of the role these carriers 
were intended to serve. 

The transportation service of contract carriers ‘was in- 
tended to be of a specialized nature, not generally avail- 
able from common carriers, and to be offered to only a 
limited number of users. In actual practice, some contract 
carriers have entered into such a large number of contracts 
to provide such a widespread service as to be in direct 
competition with common carriers for certain highly rate. 
trafic—while at the same time not accepting the responsi- 
bilities that fall upon a common carrier. 

Provisions for private carriage by truck in the Motor 
Carrier Act recognizes the riz! of the individual to haul 
his own frei¢ht without rest: ' other than safety re- 
quirements. Unfortunately. pre - developed under this 
provision of the law which caunot be justified by anv 
reasoning except from a very short-term selfish point of 
view. The buy and sell gimmick. under which an itinerant 
hauler may buy a truckload of a certain commodity, haul 
it to a prospective market. and sell it for a variable profit. 
with the margin of profit representing the payment for 
freight transportation. has become an all too common prac- 
tice that cannot he too severely criticized. Some trip lease 
practices are to be similarly criticized. These practices, 
carried on under the guise of private transportation but 
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actually in competition with common carriers, tend to 
drain off only the more attractive elements of traffic. leav- 
ing lower-rated less-desirable tonnage for the common 
carriers. 

The following figures show the seriousness of this prob- 
lem. Regulated carriers today are handling 73 per cent 
of the total intercity freight traffic. while a brief ten vears 
ago they handled 62 per cent. In this ten-year span un- 
regulated carriers increased their share of the total inter- 
city freight business from 18 to 27 per cent. Of even greater 
importance is the fact that in the period from 1916 to 1954 
there was an increase of intercity traffic to the extent of 223 
billion ton miles, of which the unregulated carriers ob- 
tained 63 per cent. or 140 billion ton miles. 

When the Motor Carrier Act was passed in 1935 there 
was a desire to avoid obstructing the normal activities of 
the farmer with needless regulation. The transportation of 
agricultural commodities was consequently exempted from 
regulation. In two decades amazing circumventions of the 
law has developed as a result of this loophole. Transporta- 
tion of bananas and coffee beans are exempt from regu- 
lation, neither of which are produced on a farm anywhere 
in the United States. It has been ruled that the transporta- 
tion of dressed chickens is exempt—because after all a 
chicken is a chicken. 

The Cabinet Committee recommends that contract car- 
riage be redefined as transportation providing services for 
hire but otherwise equivalent to bona fide private carriage. 
and that contract carriers be required to file actual rather 
than minimum charges. At least this much should be done 
to confine the contract carrier to the purpose it is intended 
to serve. 

The Cabinet Committee would redefine a private carrier 
by motor vehicle as any person not included in the defini- 
tions of a common or contract carrier which transports 
property of which he is the owner, provided that the prop- 
erty was not acquired for the purpose of such transporta- 
tion. This would prohibit the buy-and-sell practice. 

The Cabinet Committee urges only that the agricultural 
commodity exemptions be redefined. The Interstate Com- 
merce Commission in its last annual report recommended 
amendment of the Interstate Commerce Act to limit the 
exemption of motor vehicles transporting agricultural com- 
modities, fish, and livestock to transportation from point 
of production to primary market. and to limit such exemp- 
tion specifically to the transportation of commodities pro- 
duced in the United States. 

Without any doubt it is in ‘ie public interest to review 
our regulatory policy as it applies to contract and private 
carriage and to agricultural exemptions. 

The Cabinet Committee’s recommendations on rule of 
rate making and the national transportation policy have 
brought forth more fire from both the rail and motor car- 
riers than any other suegested revisions. The present na- 
tional transportation policy is intended to provide for fair 
and impartial rezulation of all modes of transportation so 
administered as to recognize and preserve the inherent 
advantages of each without unfair or destructive com- 
petitive practices. The Cabinet Committee contends exist- 
ing provisions have resulted in the Interstate Commerce 
Commission substituting its judgment for that of the 
carriers in the adjustment of competitive rates as between 
rail, highway, and water carriers. It is true that in recent 
years the commission has many times prescribed rates for 
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one form of transportation which were differentially re- 
lated to those of a competitive form of transportation, the 
intent of which was to provide a fair share of traflic for 
each mode of transportation. 

To change this situation the Cabinet Committee recom- 
mends eliminating the present transportation policy and 
substituting therefor a new policy in which much greater 
reliance is placed upon competition with a lessening of 
regulation. The proposed new transportation policy opens 
with: “It is hereby declared to be the national transporta- 
tion policy of the Congress (1) To provide for and develop, 
under the free enterprise system of dynamic competition. 
a strong, efficient and financially sound national transpor- 
tation industry,” ete. 

Along with changes in transportation policy are recom- 
mended changes in the so-called rate-making rule contained 
in the act. Here again it is contended the [.C.C. has used 
this rule to interfere with competitive rate adjustments by 
requiring that the more efficient form of transportation 
maintain its rates sufficiently high enough to assure a less 
eflicient competitor a fair share of the traffic. The Cabinet 
Committee would change this by recommending that, in 
determining whether a charge is less than a reasonable 
minimum, the I.C.C. shall not consider the effect of such 
charge on the traffic of any other mode of transportation, 
or the relation of such charge to the charge of any other 
mode of transportation, or whether such charge is lower 
than necessary to meet the competition of any other mode 
of transportation. 

Again we have an emphasis on competition and de- 
emphasis on regulation. It may be of interest to note that 
the motor carriers have bitterly opposed the rate-making 
and policy recommendations from the outset. The rail lines 
endorsed the proposals of the Cabinet Committee report 
initially but have recently switched their position some- 
what. The rail lines recommended to a House subcom- 
mittee that the present law be left unchanged except to 
add provisions to the rate-making rule to prohibit the 1.C.C. 
from taking into consideration. when passing upon any 
rate. any competitive relationships. In other words the rail 
lines now seem to want. within the framework of present 
reculation. freedom to make competitive adjustments with- 
out interference from the I.C.C. 

The contentions made that competition should be al- 
lowed to have free play in the market place for transporta- 
tion services, as for all other forms of business in our 
great country. is to me a rather naive approach to a rather 
profound proilem. First of all. the statement implies that 
competition does not now exist. To my personal knowledge 
that certainly is not true. The extent of existing competi- 
tion may be indicated by a comment of the I.C.C. in its 
report on Ex Parte 196, the latest general rate-increase 
proceeding. Commenting on the previous general rate in- 
crease of 15 per cent, the commission observed that the 
average revenue per ton mile in 1951 was 1.536 cents and 
in 1953. the first full year of the 15 per cent increase. it was 
1.478 cents. showing a gain of 10.6 per cent. By 1955 this 
revenue figure was down to 1.374 cents, or less than 3 per 
cent above 1951. To me that is competition at work. 

That the motor-carrier industry should oppose some of 
the recommendations for greater reliance on competition 
is entirely understandable. However, if the railroads were 
given a free competitive hand. they could not destroy the 
motor-carrier industry. for two good reasons. First of all, 
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the motor-carrier industry has become an indispensable 
part of the national transportation picture and, secondly, 
the railroads do not possess the competitive ability. 

The desire of the rail lines for more competitive freedom 
is likewise understandable. The rail rate structure was 
developed during a period when the rail line were the 
transportation service. Rates were made on a broad scale. 
with low-grade basic commodities receiving very favor- 
able consideration. from which the scale graded upward 
to very substantial levels for rates on commodities of high 
value. Rates made on this premise followed rather closely 
a “value of service” principal. When the motor carriers 
entered the field they followed the rail rate pattern gen- 
erally. As competitive adjustments were made, however, 
the motor carriers tended to follow a “cost of service” 
principle. The result has been that the motor carriers have 
successfully undercut many rail rates on higher-classed 
commodities, leaving the rail carriers with the lower-grade 
traffic and whatever of the higher-rated tonnage they could 
retain. It is of interest here to consider the private truck 
and its competitive relationship to the common carrier 
truck. Since the private truck is operated solely on a cost 
basis, it is interested only in the more lucrative traflic—so 
that somewhat the same relationship exists between the 
private and common-carrier truck as we find between the 
common-carrier truck and the railroad. 

The rail lines want more competitive freedom because 
they feel that they possess a cost advantage, and it is for 
this same reason that they are opposed by the motor car- 
riers—although the motor carriers do not say so. The 
direct or out-of-pocket costs for rail operation is 70 to 80 
per cent, while fixed or overhead costs are 20 to 30 per cent 
of the total. By contrast, motor-carrier direct or out of 
pocket costs are about 90 per cent and fixed or overhead 
cost approximates 10 per cent of the total. If competitive 
freedom is secured, the rail lines would be free to make 
rates so low as to return little more than out-of-pocket 
costs. Because direct or out-of-pocket costs for the motor 
carriers are a higher percentage of total costs, the motor 
carriers in many instances would not be able to follow the 
rail carriers all the way in reduction of rates. 

From a shipper’s point of view, it is difficult to ap- 
preciate the desirability of granting complete competitive 
freedom to the transportation industry. Under the very 
basic provisions of the Interstate Commerce Act as it exists 
today, rates must be just and reasonable, free of unjust 
discrimination and undue preference. These requirements 
apply as to individuals, lovations, and commodities. Great 
reliance has been placed on this law by the economy as a 
whole, with huge investments in plant and equipment for 
the development of a vast industrial activity. Some rather 
serious problems could be expected to materialize if the 
carriers were given a free hand in competitive battle, the 
only restriction being the judgment of the carrier. 

The question can very properly be raised as to how 
selective competitive rate making can be accomplished 
while we continue to observe some of the measures of just 
and reasonable rate relationships. A common test of the 
reasonableness of a rate is a comparison of the rate with 
the rates provided for other traffic of similar characteristics. 
Comparisons with rates for the same commodity for cor- 
responding distances, or with rates for similar commodi- 
ties for the same or corresponding distances. have long 
heen accepted as one measure of the reasonableness of a 
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rate. The time may come when the shipping public may 
be compelled to give up some of the long-standing and 
much-relied-on rate relationships. But the shipper is not 
yet ready to relinquish any rate relationships on which the 
marketing of his production depends. 

The railroads contend that they do not destroy rate 
relationships between different competitive shippers when 
they confine their reductions to an attempt to meet carrier 
competition. They contend the relationship has already 
been destroyed by the competitive carrier. This view ig- 
nores the important fact that failure to grant corresponding 
adjustments for the shipper located beyond the area of 
keen rail-truck competition is to make it increasingly dif- 
ficult for the long-haul rail shipper to market in the com- 
petitive area. 

It is interesting to note that in the general increase cases 
we have had since World War II a great deal of time has 
been consumed in proceedings before the 1.C.C.; with seri- 
ous inconvenience and great cost to the carriers. The ex- 
ception to this statement is the most recent increase case. 
lt was handled promptly and expeditiously. While some 
interests objected to the speed with which the proceeding 
was handled, no one was unduly harmed and the carriers 
were granted a rate increase soon after they demonstrated 
a need for it. It may only be coincidental, but prior to the 
last increase case a great deal of criticism was heard from 
various quarters about the long costly delays in granting 
needed rate increases. While legislation had been intro- 
duced to bring about expedited rate increases, such laws 
were not and did not have to be passed to bring about the 
desired change. 

Some time before the Cabinet Committee Report was 
issued, | contended that the I.C.C. was embarked on a dif- 
ficult and possibly dangerous course in undertaking the 
responsibility of Solomon in deciding, in an endless num- 
ber of cases, precisely what rates for each mode of trans- 
portation would insure that it receive a proper share of 
the traffic. In its original inception transportation regula- 
tion was a matter between the carrier and the shipper. To- 
day the problem lies more between carrier and carrier. 
Such regulation is necessary: of that there can be no doubt. 
And, if anything, I believe this holds true more ‘for the 
railroads than for other transportation, even though the 
railroads have been the prime mover for competitive free- 
dom. 

I believe the I.C.C. can function, without drastic charges 
in the present law, in such a manner as to allow the car- 
riers more competitive freedom, thereby freeing itself 
to some extent at least. from what in my judgment is a 
most diflicult if not actually impossible task. At the same 
time, with the present law continued, there are suflicient 
safeguards to prevent a runaway, unbridled, destructive 
competition. 

So far as transportation policy is concerned, the Inter- 
state Commerce Commission should no longer be guided 
by it other than to respect it as a directive from Congress. 
The decisions of the LC.C. should be based upon the 
specific rate-making provisions of the Interstate Commerce 
Act and the policy should not be treated as substantive 
law. A reasonable retreat by the commission from the 
competitive struggle is necessary if the commission is to 


get away from what I consider a dangerous position and 
further what I believe in the long run will prove to be an 
untenable position. 





CURRENT BUSINESS TRENDS IN OREGON 


Lumber. Lumber production in the Douglas-fir area of the Pacific 
Northwest during August 1956 rose substantially above the level of 
July, although it was slightly below that of August 1955. Production 
was substantially higher than orders, a development contributing to 
the continued weakness in lumber prices. The figures below were 
supplied by the West Coast Lumbermen’s Association and are in 
thousands of feet board measure: 


centage of dollar sales volume for the period ending September 8, 

1956, as compared with the same period a year ago, for Portland and 

other Pacific Coast cities is shown below: 

Week Ending Four Weeks Calendar Year to 

Sept. 8, 1956 Ending Sept. 8, 1956 Sept. 8, 1956 
. +7 0 0 

Angeles —] : 0 

San Francisco Bay - 0 +-3 

Seattle —-2 +3 

United States —. +4 +4 


Employment. The number of nonagricultural workers employed 
in Oregon increased 1.5 per cent (7.700) between mid-July and mid- 
August 1956. The largest increases were in the categories of logging 
and sawmills (2,100), canning and preserving (2,500), and retail 
trade (1,500). The only substantial decrease was in metals (1,000) ; 
however, this decrease was due to the fact that 1.300 metal workers 
were involved in a labor dispute. Employment in mid-August 1956 
was 4.0 per cent (19,600) higher than in mid-August 1955. More 
detailed figures from the Oregon Unemployment Compensation 
Commission follow: 


Portland 


Los 


Aug. 1956 
180,344 
163,500 
606,434 
956,293 


July 1956 
148,759 
161,890 
629,831 
902,207 


Aug. 1955 
187.621 
158,659 
766,700 
818,777 


Average weekly production . 
Average weekly orders 

Unfilled orders, end of month 
Lumber inventory, end of month 


Business Failures. Dun and Bradstreet’s series showing com- 
mercial failures is frequently considered an indicator of business 
health. Figures for Oregon are given below: 


1955 
Number 
ornare 8 
SS 
Eee 8 
ea 
are . Il 
July lena, 
oe 
Dinninimu~nimnunien © 
ere 
Nov. a 
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1956 
Liabilities Number 
$ 160,000 13 
76,000 7 
157,000 13 
259,000 13 
368,000 21 
310,000 30 
236.000 17 
257 ,009 10 
1,009,000 
319,000 
559,000 
436,000 


Liabilities 
$ 421,000 
1,234,000 
1,257,000 
604,000 
365,000 
593,000 
534,000 
1,016,000 


Aug. 1956 
89,700 
25,800 
48,400 


July 1956 
86,900 
2? 900 
18.800 


Aug. 1955 
89.800 
22,400 
43,800 


Lumber & wood products 
Food & kindred products 
MNher manufacturing 


Total manufacturing 163,800 158,600 156,000 


28,800 
83,000 


28,500 
81.500 


500 
£000 


Contract construction 


Retail trade 





Department-Store Sales. The only retail sales indicator for 
Oregon is the sales of department stores in Portland, a series which 
is computed by the Federal Reserve Bank of San Francisco. The per- 


Government 

Other nonmanufacturing 
Total nonmanufacturir 

Total nonagricultural emy 


, 
4 


jloyment 


. 71,900 
. 159,200 
342,900 
506,700 


72,300 
158,100 
310.100 
499 ,000 


70.100 
152,500 
331,100 
187,100 


BANK DEBITS 


Bank debits represent the dollar value of checks drawn against the deposit accounts of individuals and business firms. Bank debits are regarded as good indicators of 
current business activity, although their value for this purpose may be impaired by the inclusion of large checks arising out of transfers of funds for the purchase of certain 


types of capital assets that do not constitute “‘business activity.’’ The Bureau of Business Research collects bank debits from 152 banks and branches monthly. 


Marketing Districts 
ES 


Portland (Portla 

Lower Willamette Valley (Salem, McMinnville, etc.) 
Upper Willamette Valley (Albany, Corvallis, Eugene, etc.) 
North Oregon Coast (Astoria, Tillamook, etc.) 
Douglas, Coos, Curry counties 

Southern Oregon (Ashland, Medford, Grants Pass) 
Upper Columbia River (The Dalles, Hood River, etc.) 
Pendleton area se 
Central Oregon (Bend, Prineville, Redmond, etc.) 
Klamath Falls, Lakeview area 

Baker, La Grande area 

Burns, Ontario, Nyssa 


Number of 
Banks 
Reporting 


Debits 
Aug. 1956 
$2 266,008,504 
12 1,588,757 ,270 
151,816,685 
172,106,421 
30,331,873 
61,657,182 
91 .525.062 
28,417,597 
32.867 ,050 
26.1614,856 
36,856,507 
25,019,987 
20,187,014 


to 
t 


tN 


— 
vuamuan on NN Ww 


BUILDING PERMITS 


Debits 
July 19356 


$1 610,933,759 


] 037 610,892 
125,672,158 
157,781,525 

26,088,107 
62,788,170 
77.073.915 
26,589,598 
31.026.629 
25.285.755 
32,368,912 
21,797,799 


16,820,269 


Debits 
Aug. 1955 
$1 ,.613,950,033 
1,001.9145.959 
134,130,772 
164,094,954 
26,551,252 
51,706,807 
71,599.386 
314,622,368 
32,318,711 
24,817,399 
28,015,249 
23,064,854 
18,082 322 


Aug. 1956 
Compared with 
July 1956 


+38.1 
+53.1 
+-20.8 
+ 9.) 
+16.3 
— 18 
+18.8 
+- 6.9 
+ 5.9 
+ 4.7 
+13.9 
+14.8 
+-20.0 


Aug. 1955 
+40.4 
+58.1 
+13.2 
+ 4.9 
+14.: 
+ ]19.' 
+27. 
—17.9 
+ 1.7 
+ 6.6 
+-31.6 
+- 8.5 
+11.6 


Building permits give an indication of building operations planned rather than actual! construction under way. Care must be taken in interpreting these data to allow for 
the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been collected by the Bureau of Business Research. 


Albany 
Baker. 
Bend a 
a 


TERETE ERI 


Eugene 
Grants Pass 


Hillsboro 


I 
I 


Medford 

North Bend 
Pendleton .......... .. 
Portland 

Roseburg 

Salem 

Springfield 

The Dalles 

Lane County 
Multnomah County 
Wasco County 

37 other communnties 


Totals 
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New 
Residential 
Aug. 1956 


$ 89,500 


73,200 
52.900 
112,500 
189,350 
86.000 
2,000 
309,750 
58,000 
131.000 
16,000 
269.000 
619,600 
37,770 
133,000 
137,500 
16,600 
522 550 
.7 04, 100 
12.000 
$48,359 


$6,137,559 


New Non- 
re fential 
Aug 1956 


25,500 
20,082 
8.38 
123,420 
3,800 


»283,910 


6,250 
650 
17,600 
21.000 


2,189 


112.169 


300 


359,555 


1.690 
581,725 
2,000 
57,500 
238.033 
236,150 


- 


- -«“ 
40.000 


1,784,024 


_——< 


$7 002.347 


Additions, 
Alterations 
& Repairs 
Aug. 1956 
$ 114,312 
9,600 
30,1450 
20,875 
201,801 
208,178 
13.925 
12,125 
52.619 
7.590 
18,122 
15.395 
21.290 
889,010 
6,410 
158,612 
14,082 
4.000 
30,807 
136.451 
4.200 
231.659 


$? 235.906 


T otals 


Aug. 1956 


229,312 
29,682 
112,030 
197,195 
318,101 
£681,738 
106,175 
54,775 
409,999 
86.590 
151.911 
143,564 
293.590 


3,808,195 


15.870 
870,667 
194,682 

78.100 
791,990 

155.904 

91,720 

» 44.022 


5,375,812 


Totals 


July 1956 


79,700 
1,000 
160,150 
54,425 
409,530 
925,917 
178,065 
140.595 
157.127 
216.600 
355,902 
17,401 
265.300 


3,241.305 


99.035 
203,750 
90 585 
05.6018 
TO3194 


3.125.530 


3.016.720 
D.374.254 


£15,231 ,.9838 


Totals 
Aug. 1955 
$ 61.800 
19.857 
35.078 
112,655 
121,220 
$38.2 19 
16,210 
86 830 


110. 


014 


| 9.019.539 
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